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First A nnual Meeting 

The administration of the A|n|i^ti''At:cept^'iv^* 
Council is vested in a Board *of * I^.^rfesSntatVves 
chosen by the active membei^g of -"the (J^utfcB^I-TtoB: 
annual meeting of this Boara takes "place at 10:30 
A. M. on the first Thursday of December. In ac- 
cordance with this requiremjent the first annual 
meeting was held in New York on December 4, 
1919. The President, Lewis E. Pierson, presided. 

Reports were received from the officers and com- 
mittees. The substance of these reports is included 
in the reports of the Executive Secretary and of the 
Chairman of the Executive Committee, appearing 
in the following pages, together with the report of 
the Treasurer and the Auditing Committee. 

The results of the election of officers and of 
members of the Executive Committee for the cur- 
rent year are shown in the final pages of this 
booklet. The elections accorded with the report 
of the Nominating Committee, composed of John 
H. Fulton, Thatcher M. Brown, and John E. Ro- 
vensky, who recommended that so far as possible 
the officers and members of the Executive Com- 
mittee who had served during 1919 be continued 
in office. The Articles of Association provide that 
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no member shall serve on that Committee for more 
than two consecutive terms, so that the re-elected 
members whose terms expire in December, 1920, 
will not be available for reappointment at the next 
annual election. 

••: .• : : 

*: *Blecti(^* ^C.ititolbers of the Executive Commit- 
.'. : J^ fi^Ytjf£d, ,12. nienajbers to serve one year and 12 
•'•'••fo'S^fvf't^d. years. .-The term designations, made 
by lot, were as follows: 

One Year Two Yean 

Albert Breton Henry Burden 

Kenneth R. Hooker John Bolinger 

E. W. Decker Forrest Ferguson 

Charles W. Dupuis Herbert C. Freeman 

Randall N. Durfee John H. Fulton 

P. W. Goebel Percy H. Johnston 

Archibald Kains W. H. Porter 

Lewis E. Pierson Jerome Thralls 

John E. Rovensky M. A. Traylor 

Oliver J. Sands J. H. Tregoe 

Paul M. Warburg Festus J. Wade 

Daniel C. Wing David C. Wills. 

A motion passed at the annual meeting authorized 
the Executive Committee to increase the size of 
the standing Committees when in its judgment such 
action was desirable. 

The suggestion contained in the report of the 
Chairman of the Executive Committee relative to 
term settlements on the New York Stock Exchange 
led to the introduction and adoption of the follow- 
ing resolution: 
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Whereas, The present method of daily stock ex- 
change settlements, with its dominating 
and often unsettling effect on the call 
money market, influences adversely the 
development of a wide and healthy dis- 
count market in the United States; 

ResoI/VED, That the Chairman of the Executive 
Committee be authorized to appoint a 
committee consisting of members of the 
Executive Committee and other indi- 
viduals to study the advisability, ways 
and means of modifying the present 
system of settlemients on the New York 
Stock Exchange and substituting there- 
for some system of periodical settle- 
ment, with power to take such steps as 
may seem advisable in the case. 

The Chairman of the Executive Committee sub- 
sequently announced the following to compose the 
committee created by the above resolution: 



Walter E. Frew 
Donald G. Geddes 
Gates McGarrah 
Wm. H. Remick 



Edward Shearson 
Samuel F. Streit 
E. V. R, Thayer 



and for the Council's Executive Committee: 



John H. Fulton 
Wm. H. Porter 



John E. Rovensky 
Paul M. Warburg 



Annual Report of the Executive 

Secretary 

The American Acceptance Council was organ- 
ized on January 21st, 1919,, at a meeting of two 
hundred and fifty bankers and business men con- 
vinced a nation-wide educational campaign was 
necessary : first, to bring to the attention of business 
people and bankers the economic advantages of 
trade and bankers acceptances; second, to firmly 
establish the principles surrounding their use and 
operation; and third, to aid in the establishment 
of a comprehensive open discount market. It is 
toward the attainment of these aims that the ac- 
tivities of the Council have been directed. 

Control and operation of the organization was 
delegated to a President, Vice-President, Secretary, 
Treasurer; an Executive Committee with a Chair- 
man, two Vice-Chairmen and Secretary, selected 
from the thirty-six members which are so chosen 
as to give representation to the twelve Federal 
Reserve districts. There were organized Commit- 
tees on Organization, Policy and Operation, Pub- 
licity, Finance, and Auditing, while at a later date 
a special committee on Trade Acceptances was ap- 
pointed. 

Administration offices were established on March 
1st, in charge of an Executive Secretary, an assist- 
ant directing publicity and a clerical staff. 
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It was on the latter date that the active work 
of the Council was commenced, and the reports 
of operations submitted by officers and committees, 
therefore, cover a period of nine months, instead 
of a full year. 

Organization Committee 

JBROMB Thralls, Chairman 

The chief duties of the Organization Committee 
have been in the nature of securing new members 
for the Council and working out plans for the 
organization of local associations. 

The Committee has prepared Articles of Asso- 
ciation, Rules and Regulations for use in organiz- 
ing local associations. These are now available in 
printed form. 

Local associations have been perfected in Balti- 
more, Joliet, Cleveland, Indianapolis, Rochester and 
Milwaukee. Local associations will be formed at 
a very early date in the cities throughout the coun- 
try wherein the Council has ten or more active 
members. 

It has been determined that the most effective 
way to build up the; membership of the Council and 
to bring about the formation of local associations 
is through personal effort and it is therefore prob- 
able that a substantid part of the Executive Secre- 
tary's timje henceforth will be devoted to this pur- 
pose. 
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Membenhip 

The membership of the Council at the time of 
its organization on January 21st was HI. Since 
that time there have been added 69 active members ; 
making a total membership to date of 196 ; includ- 
ing 16 service members at $10.00 a year. Member- 
ship of the Council comes from the following cities, 
and is composed of 86 banks, 31 bankers, 14 na- 
tiond associations, 58 commercial houses and 7 
individuals : Baltimore, 2 ; Boston, 8 ; Brookl3m, 1 ; 
Buffalo, 1; Cazenovia, N. Y., 1; Chicago, 6; Cin- 
cinnati, 3; Qeveland, 8; Detroit, 2; Fall River, 
Mass., 1 ; Fresno, Calif., 1 ; Houston, Texas, 3 ; 

Indianapolis, 1 ; Joliet, 111., 1 ; Jackson, Mich., 1 ; 
Lexington, Ky., 1; Minneapolis, 4; Mijshawaka, 
Ind,, 1 ; Newark, N. J., 1 ; New Haven, Conn., 1 ; 
New York City, 89; New Orleans, 5 ; Orange, N. J., 
1; Philadelphia, 6; Pittsburgh, 3; Portland, Ore., 
4; Rochester, N. Y., 1; Richmond, Va., 3; San 
Francisco, 10; St. Louis, 8; South Bethlehem, Pa., 
1 ; Syracuse, 1 ; South Bend, Ind., 1 ; Tulsa, Okla., 1 ; 
Utica, N. Y., 1; Worcester, Mass., 1; and also 16 
service members. 

Publicity Committee 

JOBM E. RovBNSKY, AcUng Chairman 

The Publicity Committee has been in daily con- 
tact with the executive offices and has rendered 
inestimable service throughout the year. As the 
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Council depends largely upon its published material 
in presenting its case, it was extremely necessary 
from the beginning that the utmost care be exer- 
cised, so that in all literature the arguments and 
style of composition be uniform as far as possible. 
The members of this Committee have given freely 
of time and thought in the consideration of mpinu- 
scripts submitted, in order that when such papers 
were published and ready for distribution, they 
would carry to the: reader the conviction that the 
statements made therein were the best thoughts 
of professional minds on the subjects. 

It is an interesting fact that not one of the pub- 
lications of the Council has been openly criticised 
by the opponents of the acceptance method because 
of any statement miade therein. 

In July the Chairman of the Committee, Mr. 
F. I. Kent, left for Europe, Mr. Rovensky acted 
as Chairman, while Mr. E. R. Kenzel was appointed 
to the Committee to fill the vacancy caused during 
Mr. Kent's absence. 

In his report, Mr. Kirtland A. Wilson, Manager, 
describes the activities of the Publicity Depart- 
ment. The publications listed therein have attained 
a wide circulation, receiving frequent mention in 
the public press of the country, and the Committee 
believes that excellent progress has been made 
toward bringing to the general attention of the 
manufacturers, merchants and bankers of this coun- 
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try the advantages of the acceptance method of 
financing. 

When first appointed, a general survey of the 
literature then in circulation on the subject of ac- 
ceptances convinced the Committee that co-ordina- 
tion of this material was the most pressing duty con- 
fronting it. With this aim in view, there has been 
selected from time to time, for publication by the 
Council, papers on bank and trade acceptances. 
This work is being carried forward, and it is be- 
lieved to constitute the most efficient method of 
acquainting the public of the proper use of accept- 
ances. 

The official publication of the Council, the Ac- 
ceptance Bulletin, was begun June 2, appearing 
first as semi-monthly and later monthly as it was 
found that its purpose would be served equally 
well and permit more comprehensive presentation 
of educational and news matter. The Bulletin has 
produced sufficient results to justify its continua- 
tion, and as the activities of the Council expand, 
the scope of this publication should be likewise 
expanded. 

The Committee recommends that the Council 
continue to issue from time to time booklets on the 
subject of bank and trade acceptances, and that 
it continue to select from the papers submitted only 
such as contain statements in conformity with the 
established principles of the Council. It is further 
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"Acceptances in our Domestic and IntemaJtional 
Commerce," Paul M. Warburg. 

"The Acceptance as the Basis of the American 
Discount Market," John E. Rovensky. 

"American Bankers Acceptances and Foreign 

Trade," Fred I. Kent. 
Domestic Acceptances — Financing Warehoused 

Staples," R. S. Hecht. 
Acceptance Corporations," F. Abbot Goodhue. 
The Case of the Trade Acceptance," Trade Ac- 
ceptance Committee. 

"Trade Acceptances," Robert H. Treman. 

"The Banker and Trade Acceptances," George 
Woodruff. 

"Abuses to be Avoided in Trade Acceptance Prac- 
tice," David C. WiUs. 

"Trade Acceptance Experiences," James A. Green. 

"Report of Acceptance Committee of the American 
Bankers Association," 

"Problems and Progress with Dollar Accepltances," 
Jerome Thralls. (In press.) 

"Proceedings of Reorganization Conference." 

"Proceedings, First Annual Convention." 

"Articles of Association, Rules and Regulations." 

"The Trade Acceptance — ^A Statement of Prin- 
ciples." (Folder.) 
What Users Say of Trade Acceptances." (Series 
of four folders.) 
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effected with every effort to achieve a minimum 
of waste. The development of jp^nnanent, free 
mailing lists has been avoided. Apart from originsll 
circulation of literature to members, the distributioti 
has been generally guided by the following: 

Requests from members for additional copies 
for persona] distribution, or provision by them of 
names to which literature should be sent: 

Direct requests from non-members; 

Arrangement with business or banking houses 
and organizations for distribution through them; 

Distribution through sales of literature in bulk 
to business and banking houses and organizations. 

Analysis of distribution shows that the Council's 
educational literature has passed into the hands of 
business men and bankers in every section of the 
country. The lines of business represented in the 
volume of direct requests for literature compose an 
eloquent commentary on the extent to which ac- 
ceptance methods are being studied. The demand 
for the booklet by Mr. Robert H. Treman, "Trade 
Acceptances," dealing with the fundamentals of the 
trade acceptance method, has been particularly 
heavy. Because of its character it is in demand 
by educational institutions as well as business con- 
cerns the country over. Although the Council's 
first edition of this booklet, early in November, 
totaled 10,000 copies, an early reprint apparently 
will be necessary. 
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Distribution by arrangement with business and 
banking houses and organizations, whereby these 
would circulate literature to their respective mailing 
lists, has been an important feature. In an in- 
creasing number of cases, quantities of literature 
are sought on a basis which justifies a charge. In 
these cases the bills rendered are figured to approxi- 
mate cost. A considerable quantity of literature 
has been issued in this way with the imprint of 
other companies or organizations on the outside 
cover, though the name of the American Acceptance 
Council is retained on inside pages. 

A notable instance of the co-operation which has 
been shown may be found in Wisconsin. Mr. John 
H. Puelicher of the Wisconsin Bankers' Association 
Trade Acceptance Comjmittee is personally super- 
vising the distribution of fifteen thousand pieces 
of our lifterature, accompanying each with a per- 
sonal letter from his ConKmittee. This method is 
being planned for a number of other states through 
their respective Trade Acceptance Committees. 

A large percentage of the requests for literature 
has been inspired by publicity obtained by the 
department in newspapers and in the financial and 
business journals. This is evident by reference to 
the correspondence files. A particularly effective 
medium of publicity has been the "Commerce Re- 
ports" of the Department of Commerce which, by 
arrangement with the Division of Trade Informa- 

15 



tion of the Bureau of Foreign and Domestic Com- 
merce, has given conspicuous place to notices con- 
cerning the Council's literature. Similar notices, and 
in addition news items accepted by the Publicity 
Committee for use in the Bulletiui have also been 
sent regularly to daily newspapers and to business 
and financial journals throughout the country. 

We have made a special eflfort to secure the ap- 
pointment in every state of an Acceptance Commit- 
tee of the State Bankers' Association, and we now 
have 25 such committees, composed in every case 
of men who rank high in financial and commercial 
circles, and whose names add weight to the move- 
ment in their particular territory. Through such 
Committees we are distributing literaiture on re- 
quest to bankers and business houses, and the office 
is constantly in receipt of correspondence originat- 
ing from their activity. 

Executive Committee and Committee on Policy 

and Operation 

Paul M. Warburg, Chairman 

The Executive Committee has held four meetings, 
several of which were followed by evening con- 
ferences. *i 

At these meetings the routine business was gen- 
erally disposed of with the greatest possible des- 
patch, while ample time was allowed for the discus- ^ 
sion of pending problems aflfecting the making and 
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distribution of both trade and bankers acceptances. 
The general policies to be pursued with respect to 
the direction of the campaign of education were 
determined at these sessions, as were the general 
plans to be followed by the organization committee. 
During Ithe period between Executive Committee 
meetings, the general direction was in the hands 
of the 

Conunittee on *Polic^ and Operation 

which, comjprising the Chairman of all other Com- 
mittees, acted as siteering Committee convening 
whenever the situation demanded its attention. 

Complete unanimity was soon established concern- 
ing the desirability of treating the trade and bankers 
acceptance as two distinctly separate problems. 
While the two instruments are fundamentally differ- 
ent and serve entirely different purposes and circles, 
it was evident that in the public mind they were not 
properly kept apart. In order to bring about a 
clearer understanding, it was felt, therefore, that 
the rule should be adopted to treat each of the two 
topics in separate articles and that the trade ac- 
ceptance should be dealt with by a separate sub- 
organization. In accordance with this plan a Trade 
Acceptance Committee was organized, which has 
since attacked its task with great energy and success. 
Unanimity was furthermore established concerning 
the necessity of carrying on both campaigns of edu- 
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cation from the two-fold point of view of good 
and helpful methods to be recommended and bad 
and harmful practices to be discouraged. 

But, in order to carry on a successful campaign 
of this character, it was necessary first to bring 
about a clear consensus of opinion amongst the 
leading accepting and distributing concerns with 
respect to the best principles and usages to be estab- 
lished. The personnel of the Council and its Com- 
mittees had been chosen with a view to including 
these elements from all parts of the country, but 
invitations to participate in the informal discussions 
of the Council were extended to others than its 
members whenever it was thought helpful in fur- 
thering the Council's ends. 

The Federal Reserve Board, on May 21, 1919, 
appointed a Com(mittee for the purpose of "con- 
sidering the question of regulations and literature 
relating to all branches of the acceptance business." 
This Committee consisted of: 

D. C. Wills, Federal Reserve Agent, Cleveland, Ohio; 
Pierre Jay, Chairman, Federal Reserve Bank of New 

York; 
F. H. Curtiss, Federal Reserve Agent, Boston, Mass; 
R. L. Austin, Federal Reserve Agent, Philadelphia; 

E. R. Kenzel, Manager of Investments, Federal Reserve ij 

Bank of New York; ] 

Dr. H. Parker Willis, Director of Division of Analysis 

and Research, Federal Reserve Board; 
and the Chairman of your Executive Committee. 

A hearty co-operation between this Committee, 'i 

with which co-operated Mr. George L. Harrison, 
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GHinsel of the Federal Reserve Board, and the 
Council's Publicity Committee was promptly estab- 
lished. Under the auspices of the Council joint 
meetings took place between them, when plans were 
laid down ctmccrning the general lines to be pur- 
sued, and many important questions of principle 
and technique were discussed. Members of the 
Federal Reserve Board's Committee were present 
also at evening sessions. The relationship thus 
established has proved highly auspicious. It enabled 
the Council to keep in close touch and move in 
harmony with the views of the Board; it enabled 
the Board to secure the expression of chrystallized 
banking opinion resulting from actual experience 
gained by the men in the field, both at home and 
in foreign lands. It is hoped that this haf^y re- 
lationship will continue to produce results satisfac- 
tory to all parties concerned. 



When the Council began its operations the British 
discount rate for bankers acceptances stood at about 
3j-$% and was approximately one per cent, lower 
than similar rates ruling with us. Many and severe 
were the critics that insisted that the American pri- 
vate discount rate should be reduced to meet the Eng- 
lish level. In literature published by the Council the 
opinion was confidently expressed that unless Eng- 
land desired to give up her ambition to again be- 
come a leading gold and mjoney center of the world 



she would soon have to surrender her policy of 
maintaining artificially low rates of interest and 
return to a policy of effective discount rates, which, 
logically, would have to be somewhait higher than 
ours. Events have since vindicated these views ; the ' 

British discount rate being at present approximately 
1% higher than ours. 

The United States being today the only free gold 
market of importance, and the dollar selling at an 
abnormally high premium in most of the leading 
financial countries, it is but natural that there should 
be a world-wide tendency to seek our acceptance 
facilities for the purpose of financing international 
commerce. It is obvious that, in view of a trade 
balance as overwhelmingly in our favor, it is not 
only legitimate but our moral duty to grant accept- 
ance facilities in foreign trade to the very limit of 
our ability, and to organize new corporations for 
that purpose in case our existing facilities should 
prove inadequate, provided always that the credits 
involved are of a sotmd character and complying 
with the limitations prescribed by the Federal Re- 
serve Act. 

The Council found comparatively little difficulty . 

in establishing a general accord with regard to the 
broad principles as to what is to be considered a 
legitimate basis for accepitance credits and as to the 
best methods and usages to be observed in accept- 'i 

ing both domestic and foreign trade. As far as 
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and to secure accommodation in sufficient volume 
and at reasonable cost to permit them to carry their 
stocks of bills have so far met only with moderate 
success. * Up to the present, the Federal Reserve 
Banks, and particularly that of New York, have 
been the main market for acceptances. This condi- 
tion is due to several causes, into some of which 
it would lead too far to go on this occasion. 

In normal times and under an ideal system of 
banking, bankers acceptances should form the most 
desirable and most important asset amongst the 
so-called secondary reserves of banks. Up to this 
juncture, the two most serious obstacles preventing 
the bankers acceptance from attaining this position 
have been the Treasury Certificate and the call loan 
market. 

As long as banks are expected to invest from time 
to time in large amounts of Treasury Certificates, 
and as long as these certificates are offered on a 
basis which makes the investment m0re attractive 
for the banks than for the small investor (owing 
to the Government deposit that carries a substantial 
portion for a substantial time at a low rate of inter- 
est and thereby materially increases the return to 
the bank) ; as long as it is easier for banks, and at ^j 

times even more profitable, to borrow against these 
certificates than to sell bankers acceptances, so long 
will the bankers acceptance have an uphill fight for ^jl 

a proper position in the portfolio of the banks. 
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When once our Treasury Certificates are paid 
off, or funded, or distributed in a manner to elimi- 
nate the banks as their meiin buyers, and when, as 
a consequence, our banks becwne the chief pur- 
chasers of bankers acceptances, we shall enhance 
most effectively our ability to finance the world's 
trade and, alt the same time, we shall have removed 
one more element of artificiality in the presfent 
financial situation. Like England, where Treasury 
bills are now being offered on approximately a 6% 
basis, we shall continue to move in the direction 
of bringing interest rates under the control of the 
natural forces, a policy without which expansion 
and inflation cannot be arrested. 

While, however, in the question of Treasury cer- 
tificates we are dealing with a difficulty of a tem- 
porary nature which, sooner or later, is likely to 
be eliminated by the natural course of events, the 
second obstacle we encounter is of a more per- 
manent character and connot be removed except 
through constructive action on our part. We are 
referring to the system of daily settlements on the 
stock exchange and the carrying of stock exchange 
loans on the "on call" basis. 

As long as this system continues, as long as the 
banks all over the country dump their idle funds 
upon the stock exchange, treating these stock ex- 
change loans and New York balances invested there- 
in as their quickest and most important secondary 
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reserve, just so long is the stock exchange in an 
unsound condition and just so long will it be im- 
possible to secure for our country the benefits of a 
wide discount market and eflfective bank rates« 

For over ten years some of us have preached 
the gospel of a system of centralized reserve-bank- 
ing predicated upon a reliable discount market, as 
against decentralized banking based upon reserves 
invested in stock exchange loans. Only the first 
part of this programme has been carried into effect ; 
the second part still remains to be accomplished. 
As long as the stock exchange call loans retain 
their prominence as secondary reserves of too many 
banks and as long as stock exchange demands fix 
the call loan rate in the largest money center of 
the world, we shall not enjoy a complete and per- 
fect banking system. Nobody will deny that for 
a machine moving as fast and involving as gigantic 
daily transactions as the New York Stock Exchange, 
a change of system is a most difficult task. It is 
obvious thait it should be undertaken only with the 
greatest possible precautions. But the diffijculty 
should not scare us into inactivity and indefinite 
delay when we know that eventually the change 
has got to be made. When drastic banking reform 
was first urged the most prominent bankers were 
opposed to it for the reason that they were prosper- 
ing under the old system and because they thought 
that it would be impossible and dangerous to tinker 
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of undigested stocks and bonds ought to be carried 
by time loans rather than call loans. As a matter 
of fact, many of these call loans to customers are 
callable only in name, and inasmuch as they are 
carried by loans that are actually subject to call, 
they are a source of unrest and danger. 

It would be foolish to say that our present finan- 
cial complexities are due solely to this defect in our 
system. We could not expect to go through a 
period of unparalleled destruction and inflation 
without having to face consequences whose begin- 
nings only we are witnessing today. Maybe that 
in spite of a defective system we might have felt 
less cramped today if since the armistice we had 
set our face more sternly against over-buying, over- 
spending, and over-speculation, not only on the stock 
exchange but also in many other trades. Maybe 
that somewhat higher discount rates would have 
been less costly to the country than higher prices 
and a lower level of rates. But these are, after 
all, large questions on which opinions may differ. 
The fact remains that, with the heavy burden that 
the future no doubt will place upon us, we would 
be criminally negligent if we left anything undone 
that would tend to perfect as far as possible every 
cog in our financial machinery. 

The establishment of a world-wide discoimt 
market and its emancipation from the evil influences 
of an unscientifically organized call-loan market is 
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a treatise which is regarded as authoritative. This 
pamphlet will prove of value to present and pros- 
pective users of trade acceptances. 

The chief responsibilities of the Trade Acceptance 
Committee are of an educaitional and informational 
character. It urges that the trade acceptance be 
used in connection with current legitimate merchan- 
dise transactions only. 

The trade acceptance system does not in any way 
interfere with the cash discount system now popular 
in many lines. The two plans of selling work side 
by side. 

The Committee is arranging in co-operation with 
the Publicity Committee for the direct distribution 
of leaflets, pamphlets and other material, and for 
the supplying of editorials and news items to trade 
journals, bank journals, newspapers and other pub- 
lications that desire them! 

Reports received by the Council indicate that most 
users of the trade acceptance are highly satisfied 
with the results and that through their legitimate 
use an equal amount of capital is made to do a 
greater amoimt of work. The trade acceptance 
tends to shorten the credit period, to make collec- 
tions more certain, to reduce the expense of opera- 
tion both for the buyer and for the seller, to stabi- 
lize business generally — producing at the same time 
a character of strictly liquid paper that may safely 
serve as the basis of currency issue. It further 

28 



brings credits out into the open where they can 
be treated on their merits, and it eliminates many 
claims and disputes. 

Certain problems that have retarded the growth 
in the use of the trade acceptance have been brought 
to the Connmittee's attention. These include: the 
failure on the part of many banks generally to ac- 
cord a preferential rate on prime trade acceptances 
when they are offered for discount; the exorbitant 
charges made by some banks for the service of 
collecting and remitting to cover trade acceptances ; 
the lack of an economical and efficient method of 
handling trade acceptances within the banks and 
business houses; and the lack of a comprehensive 
open discount market for trade acceptances. 

These questions are carefully studied by your 
Committee. Committees of the Council and the 
American Bankers Association have been organ- 
ized, one, including three merchants (trade accept- 
ance users), two Federal Reserve Bank representa- 
tives and five bankers, who will undertake to work 
out plans for a uniform schedule of exchange, col- 
lection and service charges to be applied on trade 
acceptances; and a second consis>ting of four busi- 
ness mten (trade acceptance users), four bankers 
and two Federal Reserve representatives, charged 
with the responsibility of evolving the best method 
for handling trade acceptances within the banks and 
the business houses. 
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With respect to the discount rates generally 
offered for trade acceptances and the problem of 
establishing an open market for them, the same 
circimistances that have militated against the freest 
distribution of bankers acceptances have retarded 
the marketing of trade acceptances on as favorable 
terms as had been hoped. 

It is satisfactory to note that many banks here- 
tofore investing temporary and surplus funds in 
commercial paper are now turning their attention 
to trade acceptances. They are considering, how- 
ever, only the very best names. 

It is our belief that the market will develop and 
broaden in keeping with the increased volume. As 
a proof of the progress that has been made with 
the trade acceptance in spite of temporary adverse 
circumstances, one need only refer to the report 
of the Federal Reserve Board which shows that the 
Federal Reserve Banks purchased in their open 
market operations in 1916 a total voliune of $5,000,- 
000 worth of this type of paper; 1917, $37,000,000; 
1918, $187,000,000; and the Federal Reserve banks 
discounted trade acceptances for their members in 
1916 in the aggregate $16,000,000; 1917, $30,000,- 
000; 1918, $61,000,000. 

While the progress during the year with the 
trade acceptance has been steady and satisfactory 
the Committee believes that much greater progress 
will be attained during the coming year. 
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It is difficult at this time to make any close 
estimate of the number of trade acceptance users. 
We are, however, convinced that those who are 
being converted to this method of financing have 
apparently made their decisions after a most careful 
study of the advantages of this system and are, 
therefore, more likely to lend stronger support than 
if their action were in the nature of an experiment. 

In order to make somse sort of survey, the office 
recently sent to members of the Credit Men's 
Association a card requesting replies to three ques- 
tions. 

1. Do you request or receive trade acceptances 
from your customers who buy from you on 
other than a cash discount basis? 

2. How long have you been using trade accept- 
ances? 

3. Do you give trade acceptances for the goods 
you purchase? 

If the law of averages is applied to the replies 
received, as a result of this questionaire, we may 
well assume that the total number of trade ac- 
ceptance users in the Credit Men's Association is 
well above ten thousand. 

It will answer no purpose even to attempt to 
analyze the varied correspondence which is carried 
on from the Secretary's office, but the niunber of 
letters written to inquirers, or general correspond- 
ents of the office, has run into many thousand pieces, 
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and the Council has been able to be of positive 
service to a very large number of banks, business 
houses, and individuals who have been converted 
to this form of settlemient and have come to head- 
quarters for counsel and advice. Many of the mem- 
bers of our Council throughout the year directed 
inquiries to the office, and have in other ways shown 
their interest, freely granting their time whenever 
the opportunity has presented itself to them, to 
encourage leading concerns to adopt this system in 
preference to the open book method. 

The office of the Executive Secretary is daily in 
receipt of letters from business houses throughout 
the country, both wholesale and retail, requesting 
information as to the best method to be used in in- 
augurating this system, asking that they be sup- 
plied with samiple forms and such literature as we 
have for those who are not accustomed either to 
the formi or operation of acceptances. It is from 
this constant appeal that we base our opinion that 
the number of users is steadily increasing. We 
have niunerous instances where the suggestions of 
the Council have been carefully followed, and a 
report from such concerns indicate their unqualified 
success with the plan. 

Illustrations too niunerous to be made a part of 
this report could be cited of the rapid increase in 
the volume of acceptances by some very well- 
known and highly successful companies. A single 
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instance will illustrate this point: A very well- 
known tire and rubber company will during the cur- 
rent year receive from its trade from twelve to 
fourteen thousand acceptances, aggregating from 
fifteen to eighteen million dollars. Similar cases 
could be foimd in large niunbers by reference to 
the files in the office containing letters from 
mianuf acturers, electrical companies, wholesale 
clothing, farm implements, flour, grain, and in fact, 
almost all the leading industries. 

Annual ComenUon 

Th-e annual convention of the Council held at 
Detroit on Junej 9th was a marked success. This 
was held on the day previous to the convention 
of the National Association of Credit Men, and 
through the hearty support of this organization we 
were able to enlist the services of many of their 
active workers and the attendance of a large num- 
ber of their delegates, who were advised to be 
present a day in advance of their own convention, 
in order to participate in the sessions of the Coun- 
cil. This convention was given wide notice, and 
the excellent addresses have since been put into 
pamphlet form for distribution. 

Speakers 
During the nine months that we have been in 
touch with national and local associations, we have 
solicited the opportunity to furnish speakers on 
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their programs who would present the subject of 
acceptances. These included such meetings as State 
Bankers' Associations and meetings of Credit Men's 
Associations, wholesalers and retailers, and group 
meetings of bankers and Chambers of Commerce. 
The American Bankers Association in its Annual 
Convention gave much attention to acceptances. 
The Chairman of our Organization Committee, Mr. 
Thralls, made two addresses before sections of the 
Association, in addition to his comprehensive report 
of the Acceptance Committee. Addresses were also 
made at the convention of the American Institute 
of Banking at New Orleans, and the objects of the 
Council were presented by the Executive Secretary. 

Whenever possible arrangements have been miade 
for speakers at meetings which are to be held dur- 
ing the winter nuonths, and at such meetings a sup- 
ply of literature will be forwarded for distribution. 

Group meetings of several of the State Bankers' 
Associations have provided a place on their pro- 
gram for the presentation of this subject; and in 
many instances resolutions favorable to the general 
use of acceptances have been passed, and are re- 
corded in the Council's office. 

Legal Department 

A very large number of questions of a legal 
nature have been referred to the office by members 
and other users of acceptances. These have been 
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submitted to Mr. George L. Harrison, General Coun- 
sel of the Federal Reserve Board, whose services 
have been at our disposal, and who has rendered 
invaluable aid. For such service we have also had 
the benefit of similar co-operation from Mr. 
Thomas B. Paton, General Counsel of the American 
Bankers' Association. 

Treasurer and Chairman of Finance Committee 

Percy H. Johmstom, Chairman 

Statement of receipts and disbursements, March 
17, 1919, to November 30, 1919: 

Total receipts $23,875.71 

Total disbursements 20,805.79 



$3,069.92— Bank balance. 
75.00— Petty cash 

charged against 
Executive Secre- 
tary's office. 



$3,144.92— Balance on hand 
Dec. 1, 1919. 

The budget for the year was based upon member- 
ships; returns from which aggregated on March 
1st, $26,730. On December 1st your Auditor's re- 
port will show we are well within the gross figures 
of the budget, notwithstanding the fact that we 
have been confronted with unusual problems in con- 
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nection with our publishing department, which have 
made necessary the payment of greater amounts for 
material than we anticipated. With all this it will 
be shown by the Publicity Department that their 
budget will not be exceeded in the first 12 months. 

In addition to the receipts reported as a basis 
for the year's expenses, there has been received 
$5,230 from members who have joined the Council 
since March 1st, so that the amount now in hand 
and subject to call under the original subscription, 
is adequate for all needs to March 1st, 1920, when 
dues for the second year will be in order. 

It is believed that before that time the individual 
membership of the Council will have been material- 
ly increased ; and the revenue from such new mem- 
bers will make it entirely possible to carry on the 
work of the Council on a basis of $100.00 per year, 
per member. 

All subscriptions to the fund originally raised to 
underwrite the expenses have been promptly met 
when called for, whether wholly or in part, and 
there is now subject to call from 27 underwriters 
the sum of $8,500. 

The office staff has been kept as small as possible 
and while the emergency services of extra help 
have at times seemed desirable, a slight delay in de- 
livery of material has been resorted to, rather than 
to increase the expenses by the employment of addi- 
tional help. 
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AppreckUhn 

It is only right that there should be recorded in 
this report an appreciation of the constant eflforts 
of your officers and members, unselfishly given to 
the end that the Council might achieve the pur- 
poses for which it was organized. 

To a large extent, this year's work has been 
fundamental. We may recognize that in the early 
stages of the acceptance movement, nxany erroneous 
impressions regarding the use and operation of 
such instruments gained ground. It has therefore^ 
been necessary to counteract the eflfect of such 
earlier statements by the presentation of arguments 
based on sound principles and practical business 
experience. 

As these principles and methods are acknowl- 
edged as correct, the task of those interested in the 
extension of this movement is to bring it to the at- 
tention of the largest possible number of people in 
all lines of industry from coast to coast. This will 
best be done through our proposed local Associa- 
tions; through individual banks, business houses 
and trade associations, and through the untiring 
efforts of the members of this Council in their re- 
spective communities. 

There is a vast amount of work yet to be done 
before the acceptance movement may be said to be 
successfully and permanently established. If, as 
we believe, the ground work has been thorough and 
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consistent with sound principles of credit and 
finance^ we may approach with confidence the tasks 
to be accomplished in the coming year. 

(Signed) Robert H. Bean, 
Executive Secretary. 



39 



Officers and Comrnitiees 

President, LEWIS E. PIERSON, Chairman of the Board, 

Irving National Bank, New York City. 
Vice President, ARTHUR REYNOLDS, Vice President 

Continental & Commercial National Bank, Chicago. 
Secretary, JEROME THRALLS, Secretary-Treasurer, 

Discount Corporation of New York, New York City. 
Treasurer, PERCY H. JOHNSTON, Vice President, 

Chemical National Bank, New York City. 

Executive Secretary, ROBERT H. BEAN, 111 Broad- 
way, New York City. 

Executive Committee 

Chairman, Paul M. Warburg, New York City. 
First Vice Chairman, Daniel G. Wing, President, 

First National Bank, Boston. 
Second Vice Chairman, Fred I. Kent, Vice President, 

Bankers Trust Co., New York City. 
John Bounger, Vice President, 

National Shawmut Bank, Boston, Mass. 
Albert Breton, Vice President, 

Guaranty Trust Co., New York City. 
Thatcher M. Brown, 

Brown Brothers & Co., New York City. 
Henry Burden, Chairman Finance Committee, 

National Canners Association, Cazenovia, N. Y. 
E. W. Deckxr, President, 

Northwestern National Bank, Minneapolis. 
Charles W. Dupuis, Vice President, 

Citizens National Bank, Cincinnati. 
Randall N. Durfee, Chairman Cotton Buying Committee 

National Association of Cotton Manufacturers, Fall 

River, Mass. 
Forrest Ferguson, Ferguson-McKinney Manufacturing 

Co., St. Louis. 
Herbert C. Freeman, 

Touche, Niven & Co., New York City. 
Morton H. Fry, 

Bernhard, SchoUe & Co., New York City. 
John H. Fulton, General Executive Manager, 

National City Bank, New York City. 
P. W. GoEBEL, President, 

Commercial National Bank, Kansas City, Kan. 

40 



Dr. J. T. HoLDSwoRTH^ Vice President, 

Bank of Pittsburgh, N. A., Pittsburgh. 
Kenneth R. Hooker^ President, 

Putnam-Hooker Co^ Cincinnati, Ohio. 
Percy H. Johnston, Vice President, 

Chemical National Bank, New York City. 
Archibald Kains, President, 

American Foreign Banking Corporation, New York 

City. 
D. F. Kelly, 

Mandel Bros., Chicago. 
William A. Law, President, 

First National Bank, Philadelphia. 
J. T. McCarthy, Treasurer, 

Kirby-Bonner Lumber Co., Houston, Tex. 
A. L. Mills, President, 

First National Bank, Portland, Ore. 
W. M. NoNES^ President, 

Norma Co. of America, New York City. 
Lewis E. Pierson, Chairman of the Board, 

Irving National Bank, New York City. 
W. H. Porter, J. P. Morgan & Co., New York City. 
Arthur Reynolds, Vice President, 

Continental & Commercial National Bank, Chicago. 
John Rosseter, 

Sperry Flour Mills Co., San Francisco. 
John E. Rovensky, Vice President, 

National Bank of Commerce, New York City. 
Oliver J. Sands, President; 

American National Bank, Richmond, Va. 
Jerome Thralls, Secretary-Treasurer, 

Discount Corporation of New York, New York City. 
Melvin a. Traylor, President, 

First Trust & Savings Bank, Chicago. 
J. H. Tregoe, Secretary-Treasurer, 

National Association of Credit Men, New York City. 
Festus J. Wade, President, 

Mercantile Trust Co., St. Louis. 
David C. Wills, Chairman, 

Federal Reserve Bank, Cleveland. 
George Woodruff, President, 

First National Bank, Joliet, 111. 

41 



CammiUee on Policy and OperaHon 

PAUL M. WARBURG. 

Chairman 
LEWIS E. PIERSON 
PERCY H. JOHNSTON 
JEROME THRALLS 
FRED I. KENT 
JOHN H. FULTON 
WILLIAM A. LAW 

Organization Committee 

JEROME THRALLS, 

Chairman 
MORTON H. FRY 
J. H. TREGOE 
DAVID C. WILLS 
WILLIAM A. LAW 
LEOPOLD FREDRICK 

Publicity Committee 

FRED I. KENT, Chairman 
JOHN E. ROVENSKY, 

Acting Chairman 
GEORGE E. ROBERTS 
E. R. KENZEL 
MAURICE L. FARRELL 

Finance Committee 

PERCY H. JOHNSTON, 

Chairman 
RUDOLPH S. HECHT 
MELVIN A. TRAYLOR 
W. H. PORTER 
JOSEPH S. MAXWELL 

Auditing Committee 

HERBERT C. FREEMAN, 

Chairman 
ARTHUR SACHS 

42 



r 



.'■ '■ ■■' .. 



» 



" I 



-1 



• 






■■' ' • , 



'. ■/ 



,\ ^-i , 



'.'I 



■V 1 



>■ . . . V. 



^ - \ 



■\ ' 'l 



- . ' I'.' . .:•' 






■> . ' 



-vr , • 



\  " >' -' ^ '- 



hi 



I , '.' 



i^i—iaMaiiiri'iiii— I III ii'ii f 1 1 ii I r-i 1 



-^ M  



Annual Reports 



Second Annual Meeting 
December 2, 1920 



AMERICAN ACCEPTANCE COUNCIL 

1 1 1 Broadway New York 



Published by 

American Acceptance Q>uncil 

January, 1921 



Second Annual Meeting 

The Second Annual Meeting of the Board of 
Representatives of the American Acceptance Coun- 
cil was, in accordance with the provisions of the 
Articles of Association, held on the first Thursday 
in December, the 2nd instant, in the Assembly Room 
of the Merchants' Association of New York, Wool- 
worth Building, New York. 

President Lewis E. Pierson called the meeting to 
order at 3 P. M. and reported 113 present in person 
or represented by duly executed proxies. 

Reports were received from President Pierson re- 
viewing the development of trade acceptances dur- 
ing the past three years, from Paul M. Warburg, 
Chairman of the Executive Committee and Com- 
mittee on Policy and Operation, from Robert H. 
Bean, Executive Secretary, and from the Chairmen 
of the standing committees of the Council : 

Finance: Percy H. Johnston 

Organisation: Jerome Thralls 

Publicity: Fred I. Kent 

Auditing: Herbert C Freeman 

These reports together with report of the Treas- 
urer, Percy H. Johnston, and the report of the 
Trade Acceptance Committee, J. H. Tregoe, Chair- 
man, which report was prepared and read by 
Jerome Thralls, Vice-Chairman, are printed in full 
in the following pages. 
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The election of President, Vice-President, Secre- 
tary and Treasurer, also 24 members of the Execu- 
tive Committee, followed the report of the Nomi- 
nating Committee, John H. Fulton, Thatcher M, 
Brown and John E. Rovensky, the nominees being 
as follows: 

President: Paul M. Warburg 
Vice-Pres.: William H. Porter 
Secretary: Jerome Thralls 
Treasurer: Percy H. Johnston 
For membership on the Executive Committee: 

For One Year 
Thatcher M. Brown William A. Law 

Morton H. Fry J. T. McCarthy 

J. T. Holdsworth A. L. Mills 

D. F. Kelly W. M. Nones 

Fred I. Kent Arthur Reynolds 

George Woodruff 

For Two Years 

Joseph A. Broderick W. L. McLucas 

W. Irving BuUard Charles E, Spencer, Jr. 

Gerhard M. Dahl John W. Staley 

John S. Drum Eugene V. Stetson 

Maurice L. Farrdl Albert Strauss 

Thomas B. McAdams Gilbert Thorne 

T. H. West, Jr. 

Inasmuch as the duties of the Secretary of the 
Council are performed by the Executive Secretary, 
Mr. Thralls moved the substitution of the name of 
Robert H. Bean as nominee for Secretary in place 
of Jerome Thralls. Upon passage of this motion, 
the nominees for officers and members of the Ex- 
ecutive Committee were declared by vote of all 



present to be elected to serve for their respective 
terms. 

It was, upon motion duly made, voted to submit 
to the members of the Council an amendment to 
Article IV. of the Articles of Association, providing 
for the election of a Second Vice-President, the 
same to be voted upon at the next meeting of the 
Board of Representatives. Notice of this action 
together with a copy of the proposed amendment 
will be forwarded to members as provided in Article 
VII. at least ten days before the amendment is to 
be voted upon. 

Immediately following the adjournment of the 
meeting of the Board of Representatives of the 
Council, the Annual Meeting of the Executive 
Committee was held for the election of officers. 
Chairmen of the Standing Committees and the ap- 
pointment of executives with the following result: 

Chairman: Fred I. Kent 

First Vice-chairman: Albert Strauss 
Second Vice-Chairman: Melvin A. Traylor 

finance: Percy H. Johnston 

Organization: Jerome Thralls 

Publicity: Maurice L. Farrell 

Auditing: Herbert C. Freeman 

Policy and Operation: Fred I. Kent 

Trade Acceptance: Robert H. Treman 

Term Settlements: Paul M. Warburg 

Executive Secretary: Robert H. Bean 
Publicity Manager: Kirtland A. Wilson 

Assistant Treasurer: Frederick J. Brettman, Jr. 



purpose? It was assumed, of course, that reason- 
able intelligence and a fair measure of business 
honesty would be employed. Average intelligence, 
average honesty and average conditions would serve 
every purpose of the proper test of the method. 

Trade acceptance students knew, of course, that 
the trade acceptance method like other methods 
would, under certain conditions, be subjected to mis- 
use. They knew as we all know that this tendency 
would be least when business conditions were easi- 
est and would reach its maximum under the urge 
of necessity. The trade acceptance method is a 
credit method and like any credit method would be 
in danger of mistreatment in times of business 
stress. But these things were not worried about nor 
talked about. They were elements inherent in the 
situation. They would exist with any credit meth- 
od. The user of the method, who was visualized, 
was a normally intelligent, normally honest business 
man. The conditions under which the method was 
to be tried out were visualized as normal business 
conditions. 

But, we are told that the trade acceptance in cer- 
tain cases has been abused and is being abused. If 
so, is it the fault of the method ? Any credit method 
will be abused, particularly in these after-the-war 
times of tight money and more or less restricted 
credit. Remember that all men are not entirely 
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honest. Juggling with credit and commercial paper 
is as old as the hills, and will be indulged in until 
the millenium in business has been reached. 
Remember, too, that the men who abuse the trade 
acceptance are not developing any new tendencies. 
They simply are trying another possibility of "beat- 
ing the game." 

But the abuse complained of is not altogether con- 
fined to dishonest men. Any new method brings to 
its period of trial the possibility of honest mistakes. 
It is credit we are talking about, a most difficult 
subject. It is hardly possible that all the users of 
the trade acceptance scattered throughout the length 
and breadth of the country, and representing the 
widest imaginable range of interests and activities, 
should immediately acquire a proper understanding 
of this method. Time alone will bring complete un- 
derstanding. 

But while complete understanding of this method 
will require more time than has been available, a 
fair measure of understanding already has come to 
the business men and bankers interested in the test. 
The American Acceptance Council after thorough 
investigation reports that the trade acceptance is 
being used in approximately 20,000 business con- 
cerns of this country. Some give acceptances, some 
take them, while others employ the method both 
ways. The Council reports also that where an in- 



telligent and proper use has been made of the ac- 
ceptance results almost invariably have been satis- 
factory and the method has become firmly estab- 
lished. From prominent concerns and industries 
comes most flattering commendation. From banks, 
too, the most prominent in the country, we learn 
that the trade acceptance is being taken seriously, 
is working well and has come to stay. 

Against this very formidable array of favorable 
evidence is the charge that the acceptance is being 
misused, abused, not by business generally, not by 
high class concerns, but by the class of business man 
who is apt to abuse almost any method or principle. 
Other arguments against the acceptance we hear, 
too, but almost invariably they come from people 
who have never tried this method and hence have 
no practical knowledge of it, or from others who 
have selfish interests in opposing it. Neither of 
these need to be taken seriously. A purely academic 
judgment upon a process so intimately related to 
value means but little to business men, and the man 
whose opposition to a movement is based upon pure 
selfishness in time will show his real colors and will 
not figure in final results. 

Therefore the charge that the trade acceptance 
is being abused need not be important in the life of 
either business or the acceptance. The sober, solid 
sense of American business men supplemented by 
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the American Acceptance Council will take care 
of that. But what is important is that these abuses 
are being featured by trade acceptance opponents 
as the basis of a charge of fundamental weakness 
in the method itself. This charge is unreasonable 
but it must be met. The men who placed the 
trade acceptance before the business of the coun- 
try in 1917 and the many thousands who have be- 
come interested since will not stop short of a fair 
and complete test. 

All that need be established is that the misuse of 
credit methods is not new and that the trade accept- 
ance does not invite misuse. We know that a for- 
tunately small percentage of business men will ex- 
change notes and even checks for purposes not 
approved in sound business practice. So why ap- 
pear surprised when the same class of men misuse 
a new credit instrument? The weakness is not 
with the method but with the men. 

So just to get at the facts of the case unmis- 
takably and to clear the question right down to the 
core, let us see what really does take place when a 
trade acceptance is used properly. And let us see 
what inducement if any that method offers to an im- » 

proper use. Let us take our old friends, Jones and i 

Smith, and put them through an every-day business 
transaction as such transactions are carried out in 
real life (not as they are carried out in some of 
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the flights of fancy which have been brought for- 
ward in attempts to check trade acceptance prog- 
ress). 

Suppose we say that Jones and Smith, formerly 
operating on open account, have decided to go on 
a trade acceptance basis. Jones sells merchandise 
to Smith on credit. A price is agreed upon, also a 
credit term, and the sale is closed. There remains 
then only the question of payment. Jones puts in 
writing on a trade acceptance form his understand- 
ing of the terms of payment and signs it then or 
later. He presents this instrument to Smith and in 
substance says, "Does this express your understand- 
ing of our agreement?" Smith examines the in- 
strument and says, "Yes, this covers it perfectly." 
Jones then says, "Would you mind signing it so as 
to make the record complete, to avoid possible mis- 
understanding and also to provide me with some- 
thing upon which I can obtain f imds if I find that I 
need money before your obligation matures? You 
realize, of course, that until that obligation falls 
due you will not be troubled." 

Smith says, "I have no slightest objection to sign- 
ing it. I prefer sales transactions to be closed 
rather than left wide open, as was common under 
our open account arrangement of the past. An 
agreement signed by both parties is of course much 
better than one unsigned or signed by only one of 
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^^^' the parties. Beyond this, I am glad to be able to 

cepf? gjve you something upon which you can realize at 
any time if you find it necessary, particularly when 

lom so doing in no way interferes with my own con- 

0?^^' venience. I can see no reason why the fact that 

chafl* you give me credit should cause you embarrass- 

I, also* ment." 

tts0 Let us watch the process closely. Thus far 

pots IS everything seems perfectly respectable and safe. 

jrstafll What we have is a perfect business understanding, 

then"' certified to in writing by both parties to the trans- 

aiKt"^ action. If the facts had been otherwise and no 

fstaflO' actual sale of goods had taken place, frauds might 

thei^'' have entered the case at this point. But in such 

[ectly- event two business men would have certified to a 

t so ^ falsehood and presumably with intent to defraud. 

e t^' Otherwise the trouble would hardly be worth while. 

soifl^ There is but slight possibility that an honest mis- 

thatl take might be responsible for their action. 

'^^ But let us proceed with the transaction. Smith 

has written his name across the face of the instru- 
ment under the word "Accepted," and fills in the 

sigfl' date and place of payment. The transaction of sale 

losd has been completed. Smith has inspected the goods 

jjder or is satisfied that they will reach him in proper 

M condition. Details of credit have been decided upon 

lucb and, more important than this, have been certified 

» oi to by these two business men. If the facts of the 
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case differ substantially from the statements certi- 
fied to, these two men have perjured themselves. 
The obligati(Hi described has arisen from the sale 
of goods hy one to the other. This fact is printed 
on the face of the trade acceptance form employed, 
''blown in the glass'' as it were. In this form the 
trade acceptance is delivered to Jones. Thus far 
it has been a plain bargain between two business 
men, each in a position to protect his own interests. 
If in the process one takes an undue advantage of 
the other the fault certainly is not with the method 
employed. 

Now occurs the possibility that a third party may 
be brought into the case, the banker. This is not 
necessary, though, as Jones may simply file away 
the acceptance and hold it until shortly before 
maturity, when he will send it for collection to the 
bank at which it is made payable. If the accept- 
ance is not paid at maturity it naturally becomes 
subject to protest and legal action, or, if agreeable to 
Jones, an extension of the obligation may be ar- 
ranged for. The new obligation, however, will 
find itself in the "past due" class and the extension 
must assume the form of a promissory note, not 
of a trade acceptance, as of course the acceptance 
method is intended to cover only current merchan- 
dise transactions, and not past due accounts. 

Let us make this point dear. The current mer- 
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chandise transaction in which this trade acceptance 
was an integral part ceased to exist when the ac- 
ceptance became due. Whatever arrangement fol- 
lows, like the extension referred to, must be treated 
as something new in the situation, namely, a past 
due obligation which was not contemplated in the 
original agreement. 

Following the Jones-Smith acceptance one step 
farther we encounter the banker to whom it has 
been presented by Jones for discount. He (Jones) 
needs money, takes Smith's trade acceptance to his 
bank and says, ''I find that I need money. I hold 
this acceptance executed by Smith, whom you know. 
I should like to have it discounted." The banker 
says, "I am very glad to discount this paper. I 
know Smith and know his credit standing to be 
excellent. I have reasonable assurance that he will 
meet his obligation at maturity. You understand, 
however, that you also will be responsible for the 
obligation, not directly but upon a contingent lia- 
bility; or, in other words, I expect Smith to pay, 
but if he fails to do so the obligation will be yours. 
I can afford to give you a good rate, as the paper 
is live, healthy, self-liquidating and fully eligible 
for re-discount at a Federal Reserve Bank." 

In this way possession of the acceptance passes 
from Jones to the bank^ It may not be quite so 
easy as this. If the banker does not know Smith, 
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or even Jones his customer, well enough to accept as 
fact the statements to which they have certified, he 
naturally follows their affairs rather closely. In any 
event it is quite safe to assume that the banker, 
fully experienced in such things, is able to protect 
his own interests in the credit standing involved 
and to take nothing which does not represent a 
good credit risk. And still no inducement to in- 
dulge in fraud or to abuse the trade acceptance 
method has shown itself. 

Again, this paper may be^ filed away and held 
until maturity and payment, this time by the banker. 
It is possible, however, that the bank may find it 
convenient to realize upon this and other similar 
commercial paper held by it and coming to it 
through either discount or purchase. In this event 
a quantity of this paper, or for purpose of sim- 
plicity let us say this particular Smith- Jones ac- 
ceptance, is taken to a Federal Reserve Bank for 
re-discount. The Federal Reserve Bank examines 
the paper, notes that on its face it gives every evi- 
dence of complying with the requirements of eligi- 
bility as indicated by Federal Reserve r^^lations, 
notes also that it is endorsed by the banker, then 
completes the process of re-discount. The paper 
passes into its possession and the banker receives 
credit on the books of the Federal Reserve Bank 
for the amount of the proceeds. 
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Looking at the trade acceptance method as ex- 
emplified in this Jones-Smith credit transaction and 
appl3dng to it a fair and square judgment, does it 
not appear simple, safe, economical and suited to the 
proper purposes of a transaction of this kind? Is 
there a point in the entire process at which the in- 
terests of any of the parties concerned are in 
danger — ^assuming, again, a fair measure of in- 
telligence and business honesty? Is there a point 
at which the process itself invites fraud or care- 
lessness or disregard for the elements which should j ^ 
always be brought to bear upon credit matters? , 
Why should we in studying this method be un- j 
reasonable to the extent of reading into its opera- 
tions and charging it with elements of human weak- 
ness, which no more belong to the method than 
they do to the merchandise involved or the paper j 
on which the obligation is expressed? 

So much upon the trade acceptance in action 
and the question of its misuse. Now let us briefly 
abandon the field of things which are and enter the ! 

field of things which might have been. Let us try \ I 

to picture a business situation in which the trade I 

acceptance method and not the open account would I 

be employed in credit merchandise transactions gen- - y 

erally. Is it not exceedingly probable that in such j^ 

case the situation might have been relieved of a con- 
siderable portion at least of the business ills which 

17 



V 



annoy manufacturers and jobbers just now? Is it 
not probable that the effect might have been salu- 
tary as regards the cancellation of orders, the un- 
justifiable return of merchandise and business 
abuses generally? Let us place the two methods — 
the open account and trade acceptance — side by 
side and compare them in action with reference to 
this one question of cancellation. 

We know that men buying upon open account are 
prone to be careless, extravagant, reckless. They 
feel, all too frequently, that they can afford to take 
as great a chance upon the future as can the jobber 
or wholesaler or manufacturer who is willing to 
sell them on credit. They buy and buy, and com- 
mit themselves well beyond the reasonable danger 
point without realizing the fact of the danger. They 
know, as we all know, that liberties are constantly 
taken with the time limits provided in open account 
practice, therefore the possibility of not being able 
to meet a particular payment on time does not worry 
them. And so undesirable commitments are made. 
Then they discover that they are overloaded, badly 
overloaded. The history of the past couple of years 
has been filled with such cases. The next thing which 
suggests itself as the easiest way out is cancella- 
tion of orders, with the probability, too, that it 
will come so late in the entire process as to cause 
disturbance and loss which cannot be avoided. 
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accq>tance had been used generally instead of the 
open account, a part at least of the difficult from 
which business is suffering might have been obvi- 
ated. The person who, after completing his mer- 
chandise purchase, signs a trade acceptance, closes 
the sale deiimtely. He knows this and knows also 
that he must pay a certain sum of money on a 
specified date. It would seem that these two facts 
should tend to bring to his buying an element of 
caution, which is in no way suggested by open ac* 
count practices. 

Of course the trade acceptance purchaser may 
overbuy, but even if he does is it not a practical 
certainty that this fact will be brought to his atten- 
tion earUer in the process than if he were purchas- 
ing upon (^>en account? Under trade acceptance 
practice, with an entire situation attuned to the 
idea of exactness and promptness and definite re- 
sponsibility, is it not nearly certain that the red 
signal of danger from overbuying will be flashed 
at a point much earlier than would be suggested in 
the looser practices so common under the open ac- 
count method? If this is true, docs it not follow 
that the trade acceptance generally used might have 
exercised a very strong corrective influence upon 
business during and since the war ? 

These, then, gentlemen, are the two points to 



which I wish to call your attention particularly — 
first, trade acceptance misuse ; and second, the pos* 
sible value of the acceptance to business in times 
like these. Upon both points we may feel secure. 
The national process of acceptance education, now 
in its fourth year of active life, is in capable hands 
and will go on. The resp9nsibilities involved will 
not be neglected. What is a proper and what an 
improper use of this instrument will be made so 
dear as to be beyond the possibility of honest mis- 
take. And the fact that there are men weak enough 
to abuse a method like this will serve its proper 
purpose, not to surprise, not to alarm, but simply 
to suggest that greater study and fuller education 
are necessary. 

It might be well to add, too, upon this occasion 
when a new administration of the affairs of the 
American Acceptance Council is to come in, that it 
is fortunate for the cause served that the men who 
organized this Council and guided its earlier activi- 
ties also provided against the possibility of self* 
perpetuation of control. And thus we will find in 
each succeeding administration men whose faith in 
the acceptance method has ripened in the school of 
practical experience and others who bring to their 
responsibilities in the Council the healthy enthusi- 
asm of a new discovery. 

The acceptance cause is an important one. The 
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effort involved in its study and presentation is well 
worth while and we may be sure the work will go 
on. until the establishment of this method in Amer- 
ican business will be national in the fullest sense 
of the word. A conclusion favorable to the ac- 
ceptance method is sure to be reached if its trial 
is serious and thorough. As the result of study 
new vision will come. The facts of the situation 
will finally be determined upon a basis of actual 
business merit. Then the work of the Council 
will have been accomplished. The business house 
of modest capitalization will come to see that in a 
fully developed use of the acceptance method is to 
be found a means whereby there may be secured the 
maximum of independence of operation regardless 
of size. The great concerns of the country which, 
from the very nature of their relation to business 
generally, will continue to lead in national business 
direction and in the development of improved busi- 
ness methods, will come to realize that in the trade 
acceptance cause is to be found something worthy of 
study and trial and use — s, genuine contribution to 
the cause of better American business. 
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Report of the TreoMurer 

Pbkcy H. Jokvstov 

Financial condition of the Council, October 31, 
1920: 

Bank balance, Dec. 1, 1919 $3,144.92 

Receipts, Dec. 1, 1919, to Oct. 31, 1920 32,914.50 

$36,059.42 
Total disbursements, Dec. 1, 1919, to 

Oct. 31, 1920.... 32,916.00 

Balance on hand, Oct. 31, 1920 $3,143.42 

Respectfully submitted, 

(Signed) Percy H. Johnston, 

Treasurer. 
Dec. 1. 1920. 
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AudiAig Committee 

Heibbit C. Fwmmuah, Chtnrman 

To THE Executive Committee, 
American Acceptance Council, 
111 Broadway, New York City. 

Gentlemen: — 

We beg to report that we have audited the in- 
come and expenditures of the American Acceptance 
Council, as required by the Articles of Asso- 
ciation of the Council. The accompanying sum- 
mary of cash receipts and disbursements for the 
period from December 1st, 1919, to October 31st, 
1920, represents a correct statement of the cash 
transactions of the Treasurer. All the expenditures 
therein set forth have been properly vouched. The 
cash in bank has been verified by means of a cer- 
tificate obtained from the depositary of the Council 
and the amount on hand found to be correct. 

Respectfully submitted. 

Auditing Committee, 

.^. -V Arthur Sachs, 

I igne ; Herbert C. Freeman, 

Chairtnan. 
New York, Dec. 1, 1920. 

23 



Annual Report of the Executive Secretaiy 

The reports submitted by the officers and Com- 
mittees of the Council reflect an eminently success- 
ful year during which time the organization has 
advanced to a substantial position, recognized among 
bankers and business men throughout the country 
as an important and necessary factor in the de- 
velopment of a nationwide acceptance market and 
as an authority on acceptance principles and prac- 
tices. Since the last Annual Meeting, the opera- 
tions of the Council have broadened considerably. 
Its close association with trade organizations, the 
American Bankers Association, the Federal Reserve 
Banks and the Federal Reserve Board has given the 
Council a position of national prominence, while 
the opinions expressed through the medium of the 
Acceptance Bulletin and other Council publica- 
tions on vital acceptance questions now command 
the respect of an appreciative clientele. To repeat 
that which is included in the several reports which 
are to follow is unnecessary, as these will cover the 
operations over which the committees have control. 
I will, therefore, confine this report to the more 
intimate details of the organization not reported 
upon elsewhere. 

Membership: The present active membership 
of the Council is, as of December 2nd, 246, com- 
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posed of 119 banks, 33 financial institutions, 38 
commercial concerns, 18 miscellaneous associations 
and individuals and 38 Service members. 

To provide the f tmds necessary to meet the pro- 
posed budget for 1921, we should have at least 350 
active members. The number of withdrawals since 
the G>uncil was organized have been remarkably 
small and have generally been occasioned by merg- f^ 

ers or retirement from acceptance business. Im- ^ 

mediate steps should be taken to secure a large i, 

number of new active members, and it is believed i^ 

the combined efforts of the Organization Commit- | 

tee and the Finance Committee to secure such new f' 

members will be successful. A recent solicitation «- 

among several thousand correspondents of the 
Council, including an invitation to become service il 

members at $10 a year promises success. We be- 
lieve that during the next year it will not be difficult 
to secure many more of this class of members. The ^^ 

proposed plan providing for graduated membership 
dues for active members will undoubtedly result in ] 

favorable action by many banks and corporations, ^' 

particularly in the smaller cities where are located i 

institutions which do not at the present time feel *- 

warranted in expending $100 for active member- I 

ship. ^ 

Finances : Upon the formation of the Council, f* 

it was estimated by the Organization Committee 
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that $35,000 would be required for the first year. 
During this time the amount actually expended 
was less than the above amount and during the year 
now closing — ^notwithstanding extraordinary ex- 
penses occasioned by increased cost of printing and 
a much greater activity in all departments — the 
total net expenses for the year will be within the 
amount appropriated for the first year's budget. It 
is probable that as the work broadens and avenues 
for service are developed, the cost of maintaining 
the Council will, even with the practice of all pos- 
sible economy, show some increase. The budget for 
the year beginning December 2, 1920, will how- 
ever be kept at $35,000 and every effort made to 
keep the expenses for the various items within the 
amount appropriated. 

Publicity: The report of the Publicity Com- 
mittee so thoroughly covers the details of that De- 
partment that it is unnecessary for me to refer to 
more than one or two special items. The Accept- 
ance Bulletin has now become very well known 
and is freely quoted from, while the demand for 
copies is constantly increasing. I believe, however, 
that this medium of publicity should be enlarged 
and made more of a news distributor, reflecting the 
condition of the acceptance market, the development 
of acceptance practice and through a Legal Depart- 
ment present to its readers the latest decisions on 
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subject. We have also co-operated with the Ameri- 
can Bankers Association and the American Institute 
of Banking in their plans for debates on ac- 
ceptances. 

CoRBESPONDENCE : With the increase in mem- 
bers and as a result of the good work done by our 
Executive Committee and members of the Coundl, 
the office has handled a much heavier voltune of 
correspondence than during the first year. In- 
quiries have come from every section of the country 
and from abroad relating to questions of accept- 
ance practice, taxes, legal decisions and legislation. 
This correspondence is not confined solely to mem- 
bers but to those who are at present using accept- 
ances or are contemplating the adoption of this 
method of financing. In this way the Council is 
performing an important service to business men 
and bankers. Many of those who first became ac- 
quainted with the Council through an inquiry on 
some question relating to acceptance usage later en- 
rolled as an active or service member. 

Travel: The Executive Secretary has visited 
during the year each of the twelve Federal Reserve 
cities and several of the branch bank cities^ has at- 
tended Bankers' Conventions it^ many of the East- 
em States in addition to the Convention of the 
National Association of Credit Men and similar 
meetings in New York and vicinity. The value of 



this personal work has been shown by a resultant 
addition of new members and a perceptible increase 
in interest on the part of those interviewed. I be- 
lieve much good can be done during the coming 
year by a continuance of this policy of personal 
interviews. 

Office Organization: The staff at the office 
has been kept at the same number as when the 
Council was organized, although there have been 
many times when additional help could have been 
used to good advantage. The splendid service ren- 
dered by all the employees has, however, enabled 
those in charge to handle the volume of work with- 
out causing any material delay. We have also had 
throughout the entire year the unstinted co-opera- 
tion of officers and members of committees. The 
amount of time given by these members has been 
considerable and their service should be recognized 
as invaluable. The Executive Secretary has been 
especially aided by Messrs. George H. Harrison, 
Deputy Governor, Federal Reserve Bank, New 
York, Thomas B. Paton, General Counsel, Ameri- 
can Bankers Association, and General Counsel 
Logan of the Federal Reserve Board, who have 
given painstaking attention to all legal matters laid 
before them. 
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Execuihe Committee and CommiUee on PolkSf and 

Operation 

Paul M. Wauuio^ Ch mr mmm 

During the year under review, the Committee on 
Policy and Operation steered substantially the same 
course as during the preceding period. It devoted 
its attention primarily to the objects that had en- 
listed its interest from the beginning, viz., the 
bringing about of a better understanding on the part 
of both the bankers and the public of the proper use 
of the bankers acceptance as a credit instrument; 
the establishment of a common accord concerning 
the best methods of distributing bankers accept* 
ances; and finally, the development of a nation* 
wide and healthy discount market, including as its 
ultimate goal the establishment on the New York 
Stock Exchange of dealings on a term settlement 
basis instead of the present system of daily cash 
settlements. And the very aims that determine the 
policy of your Committee with respect to bankers 
acceptances have guided it with respect to trade 
acceptances. 

It is a great satisfaction to report that during the 
year under review it was possible for the Council to 
further develop and strengthen its relations with 
the Federal Reserve Board and the Federal Reserve 
banks. While from the beginning the Council has 
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eoacentrated its energies toward ca^rrying to the 
people, in as popular a form as possible, the mes* 
sage that the Federal Reserve Board and the Fed- 
eral Reserve Banks wished to impart to them, and | 
on the other hand, to convey to the Board the views 
and requirements of the banks and the public as far 
as from time to time they were formed from prac- 
tical experience, it is a pleasure to record that dur- 
ing the eurrent year these efforts and ambitions of f 
the Council have become more and more successful. h 

Your Committee believes that it may state to the r 

members of the Council-r-without fear of laying ;t 

itself open to the charge of claiming credit to which 
it is not entitled — ^that by acting as intermediary and ^; 

advisor in both directions it has rendered important 
services in assisting in the formulation and adoption 
of the best principles to be observed in the use of 
bankers and trade acceptances. In dealing with these 
questions, the Committee could always rely on advice ^^ 

and ^pport on the part of members and officers of 
the Federal Reserve Board and the Federal Reserve 
Banks-^be it in their official or in their individual ^ 

capacity — ^and it avails itself of this opportunity to 
express to them the Coundl's genuine appreciation ;' 

of their warm interest and co-operation in the Coun- f- 

dl's work. r 

The Report of the Committee on Publicity gives ^ 

a full record with respect to the lines on which its . .; 
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publicity campaign moved during the year under 
review. The work of education, as far as it con- 
cerns the making of acceptances, and the purposes 
for which they may properly be used, may soon be 
considered as fairly completed. The Council will 
have to continue, however, its fight against abuses, 
new varieties of which must be expected to spring 
up from time to time. 

Recently the Council's attention has been drawn 
to very serious occurrences that threaten the stand- 
ing and future growth of the American bankers 
acceptance. The heavy decline in commodity prices 
has called forth attempts on the part of foreign 
purchasers to free themselves from contracts which 
were bound to subject them to grave, and in some 
cases even fatal, losses. This has induced them to 
bring pressure upon our banks to refuse to accept 
confirmed letters of credit which had been issued for 
the purchaser's account. In fairness it must be stated 
in their defence that in several cases they were them- 
selves the victims of sharp practices on the part of 
foreign sellers, who had delayed, or wilfully 
omitted, shipping the goods while the trend of the 
market was in favor of the purchaser, but who now 
were using every legitimate, and often illegitimate, 
means to hurl the merchandise at the importer, when 
the contract had turned in the shipper's favor. But 
even where fraudulent or sharp practices of this 
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sort were unfairly indulged in by such shippers, this 
cannot be i)ermitted to affect the sacred pledge em- 
bodied in a confirmed letter of credit, which must 
be respected in all and any circumstances, no matter 
what loss it may possibly involve for the customer, 
as long as the terms and conditions of the letter of 
credit are being observed under which the accept- 
ing bank had issued the credit. 

The fact cannot be disregarded that there is a third 
and innocent party interested in the transaction, 
viz., the bank or firm that purchased the bill on the 
strength of the confirmed letter of credit ; these bona 
fide purchasers must be protected at all hazards if 
the American dollar acceptance is to gain, or retain, 
a position as a world's instrument of exchange of 
equal standing to the sterling bill. 

A bank that dishonestly refuses to fulfill its ob- 
ligations under such a contract because it, or its 
clients, might suffer a loss, or because such cus- 
tomers bring pressure upon it to disregard its 
sacred pledges, or even try to inveigle inexperienced 
judges into granting injunctions, in order to prevent 
the bank from giving its acceptances, ought to be 
held up to public contempt, and any bank found to 
connive or indulge in such immoral practices ought 
soon to learn that its acceptances have become un- 
salable in our own market as well as in foreign 
lands. 
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Credit is not only a question of financial strength ; 
the moral side is a factor of equal if not greater 
importance. The American banking community, un** 
der the leadership of the Federal Reserve Board 
and Federal Reserve banks — ^unless they are willing 
to see destroyed their ambition to establish the 
American bankers acceptance in world markets-^ 
cannot afford to leave any doubt that they will 
eliminate from the ranks of American acceptors 
any accepting house that does not live up to the 
highest standard of business ethics. 

The few unfortunate occurrences that have 
given rise to this discussion were probably due to 
ignorance rather than bad faith, as were the mis* 
taken action of judges that were foolish enough 
to grant the shield of temporary protection to 
crooked manoeuvres until better knowledge of the 
real facts forced the courts to withdraw such pro- 
tection. 

The acceptance business, and the very perplexing 
phases that it involves, were probably new to these 
judges and to many banks, some of whom went 
into this business without a sufficiently careful 
study and without having a personnel adequately 
trained in the intricacies of these particular trans- 
actions. 

The Council will do its utmost to throw light on 
these practices so that both the courts^ the legal 
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profession, the banks and the public should fully 
understand what is involved in the problem. On 
the other hand, it will emphasize to buyers of 
American bankers acceptances that the law fully 
protects them, in the same manner as the British 
law, no matter what temporary subterfuge a dis* 
reputable or misguided drawer or acceptor may 
resort to. 

A great deal remains to be done in developing a l' 

genuine and reliable acceptance market in the h 

United States. Very satisfactory headway has been j 

made during the year. It is estimated that since 
1919 the proportion of bankers acceptances held 
today outside of the Federal Reserve banks has 
grown from 40% to 75%, and the further the 
Aggregate amount of outstanding United States 
Treasury Certificates will be reduced, the larger will 
become the amount of bankers acceptances held as a 
quick asset and a secondary reserve by country 
banks, savings banks and other financial and com- 
mercial corporations. Much remains, however, to be 
done in this direction. While in some states the 
savings banks have been able to secure legislation 
permitting them to purchase acceptances, and have 
been able to avail themselves of this privilege to a 
very substantial degree, there still remain quite a 
number of states in which legislation on these lines 
ought to be sought and, in certain cases, existing 
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l^slation ought to be amended. For instance, in i 

the State of New York savings banks are permitted 
to buy only the acceptances of member banks, while 
the acceptances of other corporations that under 
the Federal Reserve Act have been organized for 
the very purpose of granting bankers acceptances 
(without being member banks, but having member 
banks as lawful stockholders) cannot under exist- 
ing New York State law be bought by savings 
banks, which are also precluded from buying ac- 
ceptances of the large private banking firms, even 
though these bills be endorsed by member banks. 

A wide acceptance market, such as must be our 
ultimate aim, can only be secured if we eliminate as 
far as possible unnecessary red tape and discrimina- 
tions and permit the market itself to develop the \ 
test of what is the standard of a prime bankers 
acceptance, as is done in London, where such thing 
as a "member bank," or the like, is not known. 

During the coming year your Committee believes 
that the Council should direct its strongest efforts 
towards further perfecting a system of country- 
wide distribution of bankers acceptances. 

Excellent progress has been made in reaching a 
more general accord upon the much controverted 
point that the proper method of selling bankers 
acceptances is through the drawer of the bill instead 
of through the acceptor. The lack of unanimity 
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that last year still existed in this regard has fairly 
well been overcome and leading accepting firms are 
now in practical agreement that in the interest of 
the country as a whole the placing of bankers ac- 
ceptances through the acceptor must be considered 
as an undesirable practice. ^ 

Discount companies and private firms have done \ 

a great deal towards widening the circle of pur- '^ 

chasers of bankers acceptances. The Council will 
continue with unabated vigor to impress those in 
charge of our 30,000 banking institutions that it is 
their duty, and at the same time a means of pro- 
tection for themselves, to become regular and sub- 
stantial purchasers of bankers acceptances. 

Just a year ago our Committee stressed in its 
annual report the great importance of seeing the 
New York Stock Exchange placed on a basis of 
dealings on term settlements rather than for cash. 
The present system involves for both the Stock 
Exchange and the country at large grave economic 
disadvantages and dangers; at the same time it 
offers serious obstacles to the untrammelled devel- 
opment of a reliable discount market in the United 
States. 

It is unnecessary to repeat at this juncture what 
was stated a year ago ; but it is a great satisfaction 
to register the very substantial headway made to- 
wards the ultimate goal. The New York Stock 
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Exchange during the period under review has es- 
tablished a machinery for the clearing of Stock 
Exchange transactions which has proved highly ad- 
mirable and for which credit is largely due to the 
Chairman of the Qearing Committee, Mr. Samuel 
F. Streit, whose interesting reports concerning this 
topic have been published by the Council. 

It is natural that with conditions as tense as they 
are, and with the gigantic transactions involved, 
progress can only be made cautiously and that im- 
patience must not be permitted to induce those in 
charge to take further steps before the ground has 
been thoroughly prepared. The Council feels cer- 
tain that the matter is being pushed just as fast as 
is possible, and has every confidence that in due 
course further satisfactory progress will be made. 

The New York Stock Exchange may consider it a 
great achievement that it could carry out these 
changes in its technique without any serious hitch 
or jar while the engine was kept moving at top 
speed, and this permits us to hope that the next 
steps will be undertaken with equal success. 

In formulating its future policy with respect to 
trade acceptances, the Committee might well take 
it for granted that, as far as the desirability and the 
soundness of the trade acceptance method for cer- 
tain branches of trade are concerned, the argument 
has been won. The proof of the pie, after all, is in 
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the eating of it. W)ien so many hundreds and l^^, 

thousands of firms are testifying as to the excellent 
results that they have actually secured by adopting 
the trade acceptance, it seems idle to continue to 
argue with people who persist in their broad asser- 
tion that the use of the trade acceptance is inad- 
visable or impracticable. The Committee will, ^ 
however, find it a most important duty to continue 
to watch the development of undesirable habits in [' 
the use of the trade acceptance. The standard of li 
the trade acceptance must not be permitted to de- 
teriorate. What has been said about bankers ac- 
ceptances in this regard applies with equal force to 
trade acceptances. The future of both instruments 
is at stake if practices are permitted to be indulged 
in that run counter to sound business methods and ^^ 
principles. 

It may be proper for the Council on this occasion 
to place on record that it views with great alarm h 

the epidemic of cancellations that is sweeping the 
world at this time. It is intolerable that business 
ethics should be believed to permit a purchaser or 
seller to hold a contract as binding only as long as 
it offers advantage, but that it could be treated as a 
scrap of paper when the contract involves a loss. 
The banking community must insist that business 
men hold their shield free from any blemish in this 
regard, for it is evident that the safety of all bank^ 
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ing operations, and indeed the whole credit struc- 
tare, are put in jeopardy if the code of busineai 
ethics is permitted thus to become undermined* 

Finance Commiitee 

m 

PsftCY H. Johnston, Choirmtm 

During the early fall it became apparent that yoor 
Association could not finance its fiscal year without 
a deficit of about $5,000. After full consideration 
of the question by the Finance Committee, it was 
deemed best to raise the amount by increased volun- 
tary subscriptions from a number of large banks 
and other financial institutions who are greatly 
interested in the Council. 

This plan was undertaken, and, so far, $4,650 
has been raised and paid into the treasury, which 
amount will about see the Council through its pres- 
ent year's operations. There are some other small 
subscriptions which it is hopecl will come in later. 

The financial requirements for the Council for 
the fiscal year 1921 will be about $35,000. The 
dues from our present membership are not sufficient 
to meet this expenditure. The Executive Commit- 
tee, being cognizant of this fact, at its last regular 
meeting adopted a resolution requesting that the 
Finance Committee and the Membership Committee 
work jointly in an endeavor to procure a large 
number of new active members, the dues from 
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which would provide ample funds for the conduct of 
the Council during the ensuing year. This plan is 
being worked out between the Finance Committee 
and the Membership Committee, and it is hoped 
during the new year the matter will be consummated. 

Organization Committee 

JiiOMi Tbkaxxs, Chairman 

The early duties of your. Committee included the 
development of the form of organization of the 
Council, plans for the organization of local associa- 
tions in the principal centers throughout the country, 
as well as the preparation of Articles of Association, 
Rules and Regulations for the governing of both. 
The Council in its present form is functioning in a 
highly satisfactory manner. The local associations 
that have been organized at Baltimore, Joliet, 
Qeveland, Indianapolis, Rochester and Milwaukee 
need invigorating. The work of the Council and 
of the local associations has been of tremendous 
value to the banks and business interests of the 
entire country. 

We are pleased to report a substantial increase of 
membership for the year. At the annual meeting 
in December last, the Council had 180 active mem- 
bers and 16 service members. It now has 208 active 
members and 38 service members. We lost through 
consolidations, withdrawals and for other reasons 24 
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active members. We acquired during the year 55 
new active members, making a net gain in the active 
membership of 28. The net gain in the service 
members was 22. 

Your Committee believes that a determined effort 
should be made to enlarge the membership of the 
Council, to invigorate the existing local associations, 
and to bring about the formation of additional local 
associations. The Committee recommends as a 
means to that end that the Council authorize the 
admission of new members from the date of thi9 
meeting until April 1st, 1921, on the following 
basis : — 



l.^LOCATED IN FEDERAL RESERVE CITIES 

A. Firms, corporations, banks, bankers and 
financial institutions with capital and sur- 
plus of $2,000,000 and up Dues $100 

6. Firms, corporations, banks, bankers and 
financial institutions with capital and sur- 
plus of $1,000,000 and up to $2,000,000. . . . Dues $ 7$ 

C. Firms, corporations, banks, bankers and 
financial institutions with capital and sur- 
plus under $1,000,000 Dues $ 50 

2.— LOCATED IN BRANCH FEDERAL RESERVE 

CITIES AND OTHER SO-CALLED 

RESERVE CITIES 

D. Firms, corporations^ banks, bankers and 
financial institutions with capital and sur- 
plus under $2,000,000 and up Dues $ 75 

E. Firms, corporations, banks, bankers and 
financial institutions with capital and sur- 
plus under $2,000,000 Dues $50 
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3.— LOCATED IN OTHER CITIES | 

F, Firms, corporations, banks, bankers and r'i 
financial institutions with capital and sur- n 
plus of $1,000,000 and up Ehies $ 50 

G. Firms, corporations, banks, bankers and 
financial institutions with capital and sur* p\ 

plus under $1,000,000 Dues $ 25 

Individuals and others not classified in 
A, B. C. D, E. F or G- 

If located in Cities 1 or 2 Dues $ 50 

If located elsewhere Dues $ 25 
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The Qiairman of your Finance Committee con- 
curs in this recommendation. Your Organization 
Committee further recommends that the Executive 
Secretary at his earliest convenience following this 
meeting visit the existing local associations with a 
view of stimulating their activities, giving them a 
full understanding of what is being done by the 
parent organization, and what they may do respec- 
tively to further promote the work of the Council, 
enlarge the membership, etc. Also that the Com- 
mittee on Organization be authorized to arrange for 
a correspondent selected from among the members 
of the Board of Representatives from each of the 
leading cities, such correspondents to be used in 
building up the membership and broadening the I I 

activities of the Council. f-] 

It is believed that through concerted action, and | 

with the special offer suggested, the membership of j^. ! 

the Council can be doubled within a period of six f/.\ 

months. t 
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Publicitjf Commitite 

Fbid I. Emmt, Chairmam 

During the past year the Publicity Committee 
has continued the plan of preparation, publication 
and distribution of literature inaugurated at the be- 
ginning of its campaign in 1919. The various new 
titles added to the list of pamphlet publications 
have been prepared both with regard to their special 
timeliness and with the idea of rounding out a com- 
prehensive and standard literature on bankers and 
trade acceptances. These publications, prepared 
with the co-operation of Federal Reserve Bank 
officials, business men and bankers, have been placed 
in the hands of many thousands of persons through- 
out the country and are in constant and extensive 
demand. Publications since the Council's last an- 
nual meeting have been as follows : 

Annual Reports — First Annual Meeting. 
Bankers Acceptances — Principles and Practices, Chapter I. 
Bankers Acceptances — Principles and Prentices, Chapter IL 
Problems and Progress with Dollar Acceptances, by 
Jerome Thralls. 

Practical Problems in the Development of Bankers Ac- 
ceptances — Views of American Acceptance Council on 
the Points Raised by the Bankers Acceptance Ques- 
tionnaire of the Federal Reserve Board. 

Federal Reserve Board Regulations Relating to Accept- 
ances — (Series of 1920). 

Term Settlements— A Study of Clearing and Settling Con- 
tracts on Foreign Stock Exchanges, by Samuel F. 
Streit, Chairman of the New York Stock Exchange 
Committee on Clearing House and Member of the 
Committee on Term Settlements of the American 
Acceptance Council. 
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of Trade Acctptance Practice, by Robert H. Bam. 

Trade Acceptance Users — Five Hundred Representfttivt 
Selections from among Numerous Users in Many 
Lines of Merchandising. 

Trade Acceptances in the Rubber Industry. 
Bankers acceptance forms. 

The Acceptance Bulletin has been issued regu- 
larly each month and numerous reprints of panqdi- 
lets and folders which the Council had published in 
1919 were also made. Altogether, the Council has 
distributed considerably more than 300,000 copies 
of its various pamphlets, folders and Acceptance 
Bulletins, three-fifths of which have been put out 
during the past year. 

Future pamphlet publications under consideration 
include one or more of the series on "Bankers Ac- 
ceptances — Principles and Practices," which may be 
prepared in collaboration with the Acceptance Com- 
mittee of the Federal Reserve Agents Conference. 
The Publicity Committee also has before it a rec- 
ommendation for a pamphlet on bank acceptances as 
an investment. The Council has in mind the rec- 
ommendation made by the Publicity Committee in 
its last annual report that as soon as practicable the 
material contained in the various pamphlets be as- 
sembled in one or two volumes, which could thus 
serve as books of reference. It is believed that 
there may be many banking, manufacturing and 
mercantile concerns which would gladly purchase 
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these books at a price sufficient to warrant the 
Council in publishing them. . 

The monthly numbers of the Acceptance Bul- 
letin have proved to be a most useful medium for 
the dissemination of information directly and in- 
directly related to the general acceptance subject, as 
well as of the activities of the Council. Its useful- 
ness was much increased during the past year by 
the inauguration of a series of signed articles on 
money and credit conditions. The Committee has 
called upon different authorities on this subject for 
articles, and the co-operation shown has been most 
gratifying. From the results obtained the Commit- 
tee strongly recommends that the use of signed 
articles by recognized authorities on subjects related 
to credits be continued. 

In its work of general distribution the Publicity 
Department has followed a well-defined plan where- 
by copies of pamphlets and of the Acceptance 
Bulletin would reach the hands of persons to 
whom they would be of real value. Direct inquiries 
have been inspired by numerous notices in the daily 
press and in business and financial publications, and 
the effectiveness of the matter published has been 
well established. Effective results have also been 
obtained through State banlcers organizations, trade 
associations and chambers of commerce, which have 
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co-operated in the distribution of literature or in 
making its availability known to their members. 
Staterwide acceptance campaigns have been con- 
ducted by various bankers organizations through 
use of the Council's literature. Very excellent re- 
sults have also been obtained through the medium 
of questionnaire inquiries into the sales terms and 
credit conditions prevailing in various trades. 

The Publicity Department has also devoted much 
attention to developing inquiries for literature in 
volume lots, which have been furnished on a cost 
basis to banks for distribution to their clients and 
to business concerns for their sales forces and their 
customers. During the course of the past year, 
$2,202 worth of literature has been sold in this way. 

A number of the Federal Reserve Banks have co- 
operated with us in the distribution of bankers 
acceptance literature. A large part of the extensive 
circulation enjoyed by the series on "Bankers Ac- 
ceptances — Principles and Practices" has been due 
to the purchase of quantity lots by Federal Reserve 
banks, from which distribution has been made to 
member institutions in their respective districts. 
The Publicity Committee invites the continued and 
increased co-operation of Federal Reserve institu- 
tions and of banks generally in this method of dis- 
seminating authoritative literature on acceptance 
subjects. 
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The tost of printing has been constantly on the 
increase throughout the year. But a larger outlay 
tor printing was also necessitated by the fact that 
the volume of literature published by the Council 
has been much greater during the past year than in 
the preceding one. The expense has been meas- 
urably offset, as already indicated, by sales on a 
cost basis. While prices for printing may come 
down later, yet the present situation is such that the 
publication work of the Council, which is so im- 
portant, will require a considerable appropriation. 

It was decided some months ago to place a nomi- 
nal price, merely covering cost, on single copies of 
publications requested by non-members. Distribu- 
tion for more than a year had been on a free basis, 
but duplication of orders from outsiders showed 
continued interest and it was felt that a cash value 
placed on pamphlets would have a tendency to in- 
crease the value in the minds of recipients, as well 
as enable the Council to further extend its work, 
and that a charge was therefore justified. Inquiries 
for publications have seemed to have been stimu- 
lated rather than retarded by this policy. 

The co-operation of financial and business pub- 
lications in the acceptance movement has been fur- 
ther developed during the year. The alignment of 
business publications, chamber of commerce and 
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trade association bulletins and house organs with 
the Councirs movement in behalf of sounder busi- 
ness and banking conditions has been especially 
SQWght, and with considerable success. Under the 
fmhltctty policy followed by the Council from ita 
ioeeption it has been found impracticable to provide 
the trade press with an extensive number of origi* 
oal articles apart from the treatises in pamphlet 
form, but even so there has been gratifying pub* 
Ucity given in the way of announcements and re- 
views and many publications have reprinted pamph- 
let articles or used them for editorial comment. 
This is also true of articles which have appeared in 
the Acceptance Bui-letin. 

Attention has been given to the development of 
accuracy and uniformity in the publication by the 
daily press and financial journals of open market 
rates for acceptances. To this end the Publicity 
Department is daily providing leading New York 
newspapers and various financial periodicals and 
business news agencies with the current market 
rates for acceptances. 

It has been the constant policy of the Publicity 
Committee to endeavor to obtain a maximum 
amount of distribution of matter important or per- 
tinent to the subject of acceptances and at a cost 
warranted by the Council organization. 



49 



Trade Acceptance Committee 

J. H. Tugob; Chairman 

Your Trade Acceptance Committee during the 
past year has earnestly endeavored to place before 
the business interests of America the true facts re- 
garding the acceptance method of financing mer- 
chandise transactions involving sales made on the 
time basis. 

Over 150,000 pamphlets, explaining what trade 
acceptances are, how they should be used, why they 
should be used and the dangers to be avoided in 
their use have been prepared and distributed under 
the direction of the Committee. These include — 

1 — Trade Acceptances — What They Are and How They 
Are Used, 

2 — Elements of Trade Acceptance Practice. 

3 — Trade Acceptance Users. 

A — Trade Acceptances in the Rubber Trade, 

The Council is prepared to supply substantial lots 
of these pamphlets to members of the Council and 
others at cost. 

The Speakers Bureau of the Council has provided 
speakers for 30 important conventions and other 
business meetings. As a result of the presentation 
of the subject by these speakers, resolutions com- 
mending the trade acceptance and urging its use 
were adopted by the following associations — 
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The National Association of Credit Men 

The Delaware Bankers Association 

The Kansas Bankers Association 

The Wisconsin Bankers Association 

The Ohio Bankers Association 

The Millers Association 

The National Association of Coffee Roasters 

The National Association of Jewellers 

The National Electrical Credit Association. 

During the year, courses explaining the accept- 
ance method of financing have been introduced in 
many of the important universities and schools 
throughout the country. 

At the beginning of the year there was much 
concern regarding the exchange and collection 
charges that were being applied against trade ac- 
ceptances. A Committee including three merchants, 
two Federal Reserve representatives and five bank- 
ers, was appointed. This problem was assigned to 
that Committee. After eight months' educational 
effort on the part of the Committee it reported that 
a clearer understanding of this problem had been 
reached and that the immediate necessity for the 
establishment of a uniform schedule of service, ex- 
change and collection charges had been relieved, and 
that it is believed that where banks determine to 
make a charge for the service of collecting trade 
acceptances, they may be depended upon individu- 
ally to make satisfactory arrangements with their 
respective customers. 
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A Committee was appointed charged with the re- 
sponsibility of devising the most efficient and 
economical method of handling trade acceptances 
within the banks and business houses. This Com- 
mittee includes four bankers, two Federal Reserve 
Bank representatives, and four business men — ^trade 
acceptance users. While the Committee has ren- 
dered valuable service and made considerable 
progress with its work, it has not submitted a com- 
plete report. It is believed, however, that the Com- 
mittee will develop and place at the disposal of 
banks and trade acceptance users a method that 
win enable a great saving of labor and expense in 
the handling of trade acceptances. 

A careful survey of the year shows that the 
number of trade acceptance users has increased rap- 
idly and includes practically every line of business 
that makes sales on the time basis. There are more 
than 20,000 known users, and where the trade ac- 
.ceptance has been legitimately used the results have 
been eminently satisfactory. Its use has enabled an 
equal amount of capital to do a greater amount of 
service ; it has shortened the credit period ; has made 
collections more certain; has eliminated many 
claims and disputes; has lessened the number of 
cancellations of orders ; has reduced the expense of 
operation both for the buyer and for the seller; has 
been the means of stabilizing the business involved* 
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and has produced a character of strictly liquid paper. 
It has brought transactions out into the open where 
they can be viewed and treated upon their merit. 

Some complaint has arisen because of trade ac- 
ceptances not being purchased freely in the open 
market. While the development of the open market 
for trade acceptances is a slow process, steady 
progress is being made and there is a demand from 
investors for bank endorsed trade acceptances of 
the best concerns. Where this class of paper is 
offered it has moved satisfactorily at a rate of from 
^% to 1% better than single name commercial 
paper. It is quite certain that trade acceptances 
originating outside of the leading financial centers 
will necessarily find lodgment in the local banks 
where the names are known. The expense of credit 
investigation on the small amounts and scattered 
names will preclude their coming into the open 
market. 

As an evidence of the growth in the use of trade 
acceptances, one may refer to the statistics of the 
Federal Reserve banks. The Federal Reserve banks 
discounted for their members during the first nine 
months of the year 1920, trade acceptances aggre* 
gating $141,317,025; in the year 1919, $76,968,068. 
They purchased in their open market operation dur- 
ing the first nine months of 1920, $67,573,322, 
whereas the. total for the first nine months of 1919 
was only $22,801,060. 
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Because of the existence of a lender's market 
throughout the year the preferential rate of discount 
on trade acceptances has had less effect and has 
been less operative than it would be under ordinary 
conditions. 

While trade acceptances are being regarded 
everywhere as better than single name paper, there 
should not and will not be any let-up on the matter 
of analyzing the condition of acceptors^ drawers 
and endorsers on such paper. Bankers and in- 
vestors will naturally apply the same acid test to 
trade acceptances that is applied to any credit risk. 

Although the progress for the year has been very 
satisfactory, your Committee believes that the ef- 
forts to inform the people as to the true merits of 
the acceptance method financing should be inten- 
sified during the coming year. Experience has dem- 
onstrated that the method is sound and efficient; is 
here to stay; is giving powerful aid to America, 
foreign and domestic commerce, and deserves the 
careful study and thoughtful consideration of every 
business man. Your Committee believes its con- 
tinued success and further helpfulness are dependent 
entirely upon honest and proper application. 
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Appreciation 
This meetii^ brings to the end the two term 
service of several of our valuable Executive Com- 
mittee members. Their faith in acceptances and 
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